
TO: Donna J. Ayala, Director, Office of Public Housing,
Massachusetts State Office, 1APH

FROM:  William D. Hartnett, District Inspector General,  Office of Audit, 1AGA

SUBJECT:  Housing Authority  of the City of Newport
Low-Income Housing Program
Newport, Rhode island

We completed an audit of the Newport Public Housing Authority (PHA).  The PHA was selected for audit based
on tenant complaints of substandard living conditions at the Tonomy Hill property.

Our audit objectives were to evaluate a tenant complaint to determine if substandard living conditions
existed at Tonomy Hill, and to determine whether the PHA repairs and rents vacant units in a
timely manner.

This report contains two findings:  1) the PHA is not adequately maintaining the Tonomy Hill property, and 2)
the PHA is not repairing vacant units in a timely manner.  This resulted in substandard and dangerous living
conditions for  tenants; lack of available housing for low-income families; and lost rental income of
approximately $705,000.

Within 60 days, please provide us, a status report for each recommendation made in this report, on: (1) the
corrective action taken; (2) the proposed corrective action and the date to be completed; or (3) why corrective
action is unnecessary.  Also, please furnish us copies of any correspondence or directives issued related to this
audit.

Should you or your staff have any questions, please contact me at (617) 565-5259.

  Issue Date

            July 1, 1999

 Audit Case Number

            99-BO-202-1003
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We performed an audit of the Low-Income Housing Program operated by the Public Housing Authority (PHA) of
the City of Newport.  We selected the Housing Agency for audit based on tenant complaints of substandard living
conditions at the Tonomy Hill property.  Our audit objectives were to determine if the tenant complaint was valid;
if substandard living conditions existed at the property and if so, the cause; the PHA’s compliance with HUD
program requirements; and, whether the PHA was repairing units in a timely manner.

Our inspection of the Tonomy Hill property disclosed that
the PHA did not maintain the property in good repair and
condition.  We inspected 26 units at Tonomy Hill and noted
174 maintenance deficiencies.  Because of the lack of
maintenance, tenants are not living in decent, safe, and
sanitary conditions.

The PHA has not timely prepared vacated units for tenant
re-occupancy at its Tonomy Hill property.  On January 31,
1999, 93 of the 498 Tonomy Hill low-income housing units,
or 19 percent, were vacant even though the PHA had a
waiting list of 188 applicants.   A majority of such units (61 percent)
had been vacant from three months to over a year.   The PHA’s failure
to timely prepare vacant units resulted in a lack of housing available
for low-income families and lost rental income of approximately
$705,000 for the period April 1, 1993 through March 31, 1999.

The PHA made a decision to limit expenditures for
maintenance and vacant unit preparation at Tonomy Hill in
anticipation that a portion of the units would be renovated
or demolished at some time in the future.  Since February 1995
the PHA has been conducting studies to determine what should be
done with the Tonomy Hill property.  In May 1999, the PHA
submitted an application for HOPE VI funds to demolish all of the
Tonomy Hill units and replace it with 425 units of mixed-income
housing.

The PHA is in competition with other agencies for limited HOPE VI
funds.  There is no guarantee that the PHA’s application for HOPE VI
funds will be approved.   Therefore, the PHA needs to take action to
eliminate the substandard living conditions that now exist and
continue to prepare vacant units for occupancy.

We discussed the findings with PHA officials during the
course of our audit and provided the PHA with a draft copy
of our report.  We received the PHA’s response on June 16,
1999 and held an exit conference on June 23, 1999.  We
have revised the finding as we considered necessary and
included pertinent comments in the Finding and

HOPE VI funds not
assured

Tonomy Hill units are not
adequately maintained

Excess Vacant Unit at
Tonomy Hill

Maintenance and Vacancy
Problems Caused by PHA
Decision to Reduce
Expenditures
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Recommendations section of the report.  The PHA’s
response is included in Appendix B.

The PHA agrees that there is a chronic vacancy problem
and agrees with much of the statistical data contained in the
audit report; however, the PHA disagrees with our
conclusion that the property is not being maintained and
that immediate action should be taken to fill vacant units.
To support its position that the Tonomy Hill property was
well maintained, the PHA provided data showing that it had
performed extensive maintenance work over the last three
years.  Regarding  the chronic vacancy problem, the PHA
believes that many applicants do not want to live at Tonomy
Hill because of varied and complex reasons beyond the
control  of the authority such as the age of  the property and
a high-crime rate, therefore, the PHA cannot find enough
applicants to fill all the vacant units.  The PHA stated that it
believe that the best solution for the problem is to use
HOPE VI funds to demolish all of the Tonomy Hill units
and replace such units with 425 units of mixed -income
housing.

The PHA’s response did not change our opinion that the
Tonomy Hill property is not being maintained in a decent, safe
and sanitary condition.  We continue to recommend that the
PHA take immediate action to correct the significant
deficiencies we noted during our audit.  The tenants’ health and
safety should not continue to be jeopardized while the PHA
awaits the decision on HOPE VI funding.

In regards to the vacancy problem, we don’t contest the PHA’s
position that HOPE VI funding is the best solution to the
problem, but again, HOPE VI funding is not assured.  In the
event HOPE VI funding is not obtained, the PHA needs to
have a corrective action plan in place to reduce the high-
vacancy rate.  The reasons cited by the PHA for the high-
vacancy rate have existed for a long period of time but can be
corrected if the PHA management commits to correcting the
problems.  HUD should hold the PHA’s management
accountable for their action in correcting these deficiencies.

We are recommending that you require the PHA to:
Recommendations

Findings and
Recommendations
Discussed

Auditor’s Response
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• Inspect all units at Tonomy Hill and perform the repairs
required to bring the units into a decent, safe, and
sanitary condition.

 

• Expend obligated comprehensive grant funds to remove
lead-based paint from the units and modernize the
property as delineated in the PHA’s five-year plan.

 

• Coordinate with your office in regards to performing
out-reach to expand the list of qualified applicants.

 

• Provide you a plan on corrective actions it will take to
reduce the high vacancy rate at Tonomy Hill should the
HOPE VI application be rejected.

 

• Develop a plan to modernize the Tonomy Hill property
using comprehensive grant funds should the HOPE VI
Application not be approved.

 

• Should the PHA fail to implement the above
recommendations, we recommend that you impose
administrative sanctions including the removal of vacant
units from the subsidy calculation.
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The Housing Authority of the City of Newport, Rhode Island (PHA), is responsible for oversight,
and management of  1,102 low-income units and functions as a Contract Administrator for 115
Section 8 units. The PHA has 3 family developments, 3 elderly developments. The PHA is
governed by a seven-member Board of Commissioners. The Board Chairperson is Barbara O.
Epstein.

The Executive Director, Daniel W. Marvelle, Jr. administers the PHA’s daily operations. The
administrative offices are located at One York Street, Newport, Rhode Island. The accounting
records are maintained under the direction of Timothy S. Barrow, Director of Finance. The
PHA’s Maintenance Department is supervised by Terry Gallagher, Director of  Maintenance.

The public housing program was enacted by the United States Housing Act to provide decent
safe, and sanitary housing for elderly and low-income families. The Federal government enters
into Annual Contributions Contracts (ACCs) with local PHAs.   PHAs are responsible for owning
and operating public housing for the benefit of low-income residents.

Our audit objectives were to:

• Evaluate a tenant complaint on poor conditions at
Tonomy Hill,

 

• Determine whether the PHA maintains its public
housing units in a safe, decent, and sanitary manner in
compliance with HUD’s Housing Quality Standards; and

 

• Determine whether the PHA repairs and re-rents vacant
units in a timely manner.

To accomplish our objectives, we:

• Examined prior OIG and Independent Public
Accountant audit reports, as well as, monitoring reviews
conducted by the HUD Field Office.

 

• Interviewed appropriate PHA Staff regarding their
procedures for accounting and administration,
maintenance, contracting, and occupancy.

 

• Interviewed the complainant and members of the
Newport Resident Counsel.

Audit Objectives

Audit Scope and
Methodology
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• Examined the PHA’s procedures with regard to
vacancies for: 1) timetable of repairing vacant units, 2)
prioritizing repair of vacant units, and 3) Assigning
maintenance staff to repair vacant units.

 

• Identified the number of vacancies for each PHA project
and determined the number of days vacant.

 

• Compared the number of applicants on waiting list to
vacancies by bedroom size.

 

• Inspected 26 units and interviewed the tenants of such
units.

 

• Reviewed the PHA’s preventive maintenance
procedures for servicing heating and ventilation systems.

 

• Reviewed the PHA’s implementation of HUD’s “One
Strike Policy”.

Audit work was performed between August 1998 and April
1999 and covered the period April 1993 through March
1999.  When appropriate, the review was extended to
include other periods.  We conducted the review in
accordance with generally accepted government auditing
standards.

Audit period
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The Tonomy Hill Property Is Not Maintained
In A Decent, Safe and Sanitary Condition

Our inspection of the Tonomy Hill property disclosed that the PHA did not maintain the property
in good repair.  The PHA has not performed necessary maintenance, including the removal of
lead-based paint and has delayed expenditure of FY 1997 and 1998 Comprehensive Grant
Program (CGP) funds at Tonomy Hill.  The PHA made a decision to perform only emergency  maintenance
at  Tonomy Hill in anticipation that a portion of the units would be renovated and/ or demolished at
some time in the future.   As a result, tenants are not living in decent, safe, and sanitary conditions.

H Part A, Section 4 of the ACC states that: “The Housing
Authority shall at all times develop and operate projects
solely for the purpose of providing decent, safe, and sanitary
housing for eligible families in a manner that promotes
serviceability, economy, efficiency, and stability of the
projects, and the economic and social well-being of the
tenants”.

The Tonomy Hill property consists of 498 low-income
housing units.  Based on tenant complaints, we inspected 3
units and found significant deficiencies.  Because of the
deficiencies found on the 3 inspections, we judgmentally
selected an additional 23 units for inspection.  Members of
the PHA’s maintenance staff participated in the inspections
and took no exception to our conclusions.

The units and the exterior property were in poor condition
due to a lack of routine and preventative maintenance.  We
identified a total of 174 maintenance deficiencies in the units
inspected.

Our inspections concentrated on significant deficiencies that
prevented a unit from being decent, safe, and sanitary.  The
deficiencies relate to chipping/peeling paint; water leaks;
electrical; mold/mildew; tripping hazards; deterioration of
bathroom tiles; evidence of rodent infestation; deteriorating
sidewalks, walkways and foundations; holes in interior
walls; loose stairway railings; damaged doors and screens;
graffiti;  and, peeling paint on

Decent, safe and sanitary
conditions required

Inspection results
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exterior windows. Please refer to Appendix A for a listing
of deficiencies by type:

The following pictures are examples of deficiencies at the
units inspected and are representative of conditions at
Tonomy Hill:

97 Sims Street - Severe peeling paint and mold on bathroom ceiling.

81 Mahan Street - Water damage and peeling paint in bedroom.  The
damage occurred in July 1997.  The water leak was repaired in July
1998, but the ceiling was never repaired.
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81 Mahan Street - Damaged heating vent.  The damage  occurred
over  two years prior to our inspection.

3 Fahey Street - Severe deterioration of bathroom  tiles.
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117 Sims Street - Severe deterioration of walkway in back of 5 unit
building.  This is a tripping hazard.

41 Evans -Cracked glass with sharp edges.
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3 Fahey Street -Deterioration of bathroom window.

97 Sims Street - Deterioration of floor tiles to stairway.  This is a
tripping hazard on second floor of unit

.
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The PHA has not performed preventative maintenance at
Tonomy Hill as required by its policies and procedures.  For
example, the PHA’s maintenance procedures require that
furnaces be inspected and serviced annually.  Several
tenants advised us that their furnaces had not been inspected
or serviced in over 5 years. Preventative maintenance for a
furnace should include; changing pilots and air filters;
checking motors; and, testing pressure and temperature
settings, as required.  The PHA’s failure to follow its
preventative maintenance policy increases the risk of injury
to tenants and property, and could result in increased costs
should equipment have to be replaced or overhauled.

The PHA’s Maintenance Supervisor agreed that Tonomy
Hill suffered from a lack of maintenance.  He stated that,
due to a shortage of maintenance personnel, he made a
decision to only perform minimally required maintenance in
response to tenant requests at Tonomy Hill.  He indicated
his decision was based on the fact that Tonomy Hill was in
the worst condition of the PHA’s properties and he wanted
to use the available staff to ensure that the PHA’s other 5
properties did not fall into the same poor condition as
Tonomy Hill.  The supervisor’s statements were confirmed
by a comparison of Tonomy Hill to other PHA properties as
discussed below.

We took pictures of Tonomy Hill  and Park Holm, two
properties administered by the PHA.  The two properties are
directly across the street from one another.  The exterior of
Park Holm is well maintained, while the exterior at Tonomy
Hill is not  well maintained.

Maintenance Reduced
Because of a Lack of Staff

Comparison of Exterior
Shows Discrepancy in
Maintenance

Preventative Maintenance
Not  Performed
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Tonomy Hill - property unattractive with inferior appearance and portrays
a negative image.

Park Holm  - property very well  maintained; portrays a very desirable
place to live.
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Tonomy Hill -  poor exterior appearance; portrays an undesirable place to
live.

Park Holm - well  maintained exterior; creates a positive image and an
inviting   place to live.
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The lack of maintenance personnel resulted from
retirements and employees being on extended sick leave.
The Maintenance Director stated that he had requested the
PHA’s Board of Commissioners to  fill the vacant positions
but the Board declined even though the maintenance
budgets included funds for additional staff.  The
Maintenance Director stated that he did not want to
speculate on why the PHA did not hire additional staff.  The
PHA’s Executive Director declined to comment on the
issue.

I In August 1998, the PHA’s Board of Commissioners, voted to
stop  1997 and 1998 CGP modernization work at Tonomy Hill
pending completion of its HOPE VI  application.  On January
14, 1999, the Board of Commissioners voted to continue the
delay in CGP work at Tonomy Hill.  Modernization work at
the PHA’s other 5 properties was not  stopped.  The following
planned Tonomy Hill 1997 and 1998 CGP projects have
been delayed:

Removal of lead-based paint $1,052,371
Replacement of closet doors $   184,000
Improved site lighting $     29,300
Repair of trash enclosures $     20,100
Architect studies $     20,000
Purchasing playground equipment $     50,000

The only CGP funds expended at Tomony Hill were
$37,721 for a fence around the PHA’s administrative office.

During our inspection, we noted young children playing
beside units with peeling paint.  Serious heath problems
could result if these young children eat such paint.  The
PHA has delayed the removal of the lead-based paint from
exterior windows although funds have been provided by
HUD for its removal.  Tonomy Hill’s future is currently not
known and may not be known for a significant length of
time. Therefore, the PHA needs to take immediate action to
remove the lead-based paint.

The PHA's Executive Director stated that overall, Tonomy Hill was
well maintained and that any major maintenance problem reported by
a tenant was responded to immediately.   The Director stated that the
PHA was in the process of preparing an application for HOPE VI
funds to reduce density at Tonomy Hill and that it would be a waste of

Maintenance Staff was not
Hired

Expenditure of CGP funds
delayed for  Tonomy Hill

PHA believes no action
required

Failure to remove lead-
based paint is a serious
problem
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money to perform other than emergency maintenance on units that
might be demolished in the near future.

Our review of PHA correspondence files, Board of Commissioners
actions, and discussions with PHA officials indicates that the PHA
made a decision to reduce expenditures at  Tonomy Hill in
anticipation that a portion of the units would be renovated
or demolished at some time in the future.

On February 9, 1995, the PHA Board of Commissioners
discussed submitting an application to HUD to demolish
units at Tonomy Hill.  On March 2, 1995, the PHA
submitted an inquiry to HUD concerning the process of
obtaining approval to demolish a portion of Tonomy Hill
units.  Records indicate that PHA did not further pursue the
matter until  December 16, 1997.  On that date, the
Executive Director sent a letter to HUD requesting
guidance on whether the PHA could refrain from filling
existing vacant public housing units while it works with city
officials in developing a comprehensive plan for Tonomy
Hill.  On January 6, 1998, HUD office advised the
Executive Director that HUD regulations state that an
agency may not take any action to demolish or dispose of a
public housing project or a portion of a public housing
project without obtaining HUD approval.  Therefore, until
HUD approval was obtained, the PHA was required to meet
its ACC obligations to maintain and operate the property as
housing for low-income families.

The above items, when coupled with the Board’s decision to delay
lead-based paint removal and other CGP projects,  and the failure to
hire necessary maintenance personnel indicates that the PHA did not
take actions to address the problem at Tonomy Hill.

The PHA is in competition with numerous other agencies for limited
HOPE VI funds.  There is no guarantee that the PHA’s application for
HOPE VI funds will be approved. Even if the PHA is selected to
receive funds, it could be years until funding is provided and the
project is completed.  Since the Tonomy Hill property will exist as
now configured for at least the foreseeable future, the PHA needs to
take action to eliminate the substandard living conditions that now
exist.

The PHA disagreed with our conclusion that the property was
not being maintained.  The Executive Director stated that the
PHA’s members participating in the inspections of the 26 units
did agree with the observations made by the Inspector
General’s staff, but did not agree with the conclusions stated in

PHA made conscious
decision to reduce
maintenance

HOPE VI funds not
assured

Auditee Comments

The PHA reduced
expenditures while
deciding future actions
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the report.  To support its position that the Tomony Hill
property was well maintained, the PHA provided data on the
maintenance work it had performed on Tonomy Hill over the
last three years.

The PHA did not provide any factual data that would change
our conclusion that Tonomy Hill is not a safe and decent place
to live.  We agree that some maintenance was performed at
Tonomy Hill.  Our point is that significant maintenance
deficiencies have existed and continue to exist and that the lead
paint problem has not been addressed.  We believe the facts
demonstrate that the PHA did not take adequate actions to
resolve the maintenance problems.

Recommendations We recommend that:

1A. The PHA comply with its ACCs to provide  decent,
safe and sanitary housing.

1B. The PHA and your office develop a plan  that will       
bring the Tonomy Hill units into a decent,  safe, and    
sanitary condition.

1C. You impose administrative sanctions, if warranted.

OIG Evaluation of
Auditee Comments
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Vacated Units Are Not Prepared
For Occupancy On a Timely Basis

Despite demand for its units, the PHA has not timely prepared vacated units for low-income
tenant occupancy at its Tonomy Hill property.  On January 31, 1999, ninety-three of the 498
Tonomy Hill low-income housing units, or 19 percent, were vacant, even though the PHA had a
waiting list of 188 applicants.   A majority of such units (61 percent) had been vacant from three months to over a
year.  A high vacancy rate has been a continuing problem at Tonomy Hill for an extended time period and the
vacancy rate increased significantly in 1998.  The PHA’s failure to timely prepare vacant units resulted in a lack
of housing availability for low-income families and lost rental income of approximately $705,000 for the period
April 1, 1993 through March 31, 1999.  We believe the PHA made a decision to leave a portion of its
Tonomy Hill units vacant to reduce expenditures in anticipation that a portion of the units would
be renovated and/or demolished at some time in the future.

HUD regulations require PHAs to keep vacant units to a minimum to
provide greater housing opportunities for low-income families.  The
Annual Contributions Contract, Part A, Section 4, requires the PHA to
manage its projects to promote economy, efficiency, and stability.

The PHA’s Vacancy Preparation Operating Procedure states that it is
the PHA’s goal to prepare  vacant units for occupancy as soon as
possible.  To reach this goal, the PHA will, when necessary: use
overtime with existing staff, hire additional temporary help, and hire
contractors.

Our review of  PHA correspondence and data indicates that a high
vacancy rate has been a continuing problem at Tonomy Hill since
1993.  On October 8, 1993, HUD sent the PHA a letter expressing
concern about excessive vacancies at Tonomy Hill.  In March 1994,
HUD and the PHA agreed on a corrective action plan.  The plan was
implemented but, except for a temporary improvement in 1996, the
implementation has not reduced the high vacancy rate.  In fact, the rate
has significantly increased in recent years.  Average vacancy rate by
year since 1993 follows:

1994    11 percent
1995    11 percent
1996      6 percent
1997    11 percent
1998    15 percent

On January 31, 1999, ninety-three, or 19 percent, of the 498 Tonomy
Hill units were vacant.  Our analysis of these 93 units indicated that
many units had been vacant for long periods of time, as follows:

Vacant less than 20 days   7 units
Vacant 21 days to three months 29 units

Vacant Units Should be
Kept to a Minimum

High vacancy rate a
continuing problem
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Vacant three to six months 29 units
Vacant six to 12 months 24 units
Vacant over one year   4 units

The failure to turnaround vacant units in a timely manner not only
effects the PHA’s financial operation, it hinders the primary mission,
namely providing decent housing to low-income people. Based on
PHA data, we calculated  that the PHA lost approximately $705,000
of rental income from April 1, 1993 through March 31, 1998 as a
result of vacant units.  The PHA’s Board of Commissioners
Minutes of April 24, 1994 state. . . “The Secretary
informed the Commissioners the main cause in the
reduction of the reserve level for Fiscal Year End March
31, 1994 was the fact that because of the high number of
vacancies in Tonomy Hill, the estimated rent was short of
that anticipated by $240,000.00. . . . ”

The PHA's Board of Commissioners and Executive Director stated
that the high vacancy rate was a combination of several factors beyond
the PHA’s control:  1) it was not cost-effective to repair the vacant
units because of the age of the units, 2) adequate funding is not
available to bring all units on line, and, 3) there is reduced urgency to
bring units on line as many applicants turned down offers of housing
at Tonomy Hill because of its undesirable reputation.  In addition, the
Board of Commissioners and the Executive Director stated that they
were in the process of preparing an application for HOPE VI funds to
reduce density at Tonomy Hill.  They stated they were concerned that
they would be criticized if they authorized spending money to place
vacant units in service at Tonomy Hill and then recommended in the
HOPE VI application that a portion of the same units be demolished.

In December 1997 and December  1998, the PHA prepared a portion
(47 and 20 respectively) of its Tonomy Hill vacant units for
occupancy.  The preparation cost for these units averaged $1,659
each.  This cost per unit does not support the PHA’s statement that it
is not cost effective to ready the units for occupancy.  At that average
unit cost, the PHA could have prepared all of its vacant units for
occupancy and still maintained hundreds of thousands of dollars of
cash reserves over requirements.

Our analysis indicates that funds have been, and continue to be
available to prepare vacant units for occupancy and that there is, and
has been, a sufficient pool of tenant applicants to occupy prepared
units.  PHA financial records indicate that cash reserves increased
from $744,866 as of March 31, 1994 to $1,827,124 as of  January 31,
1999.   HUD regulations require that a housing authority maintain
cash reserves equal to 15 percent of annual operating expenses.  Based
on the PHA’s operating expenses for calendar year 1998,
approximately $687,000 is required for cash reserve.  Therefore, the

PHA believes no action is
required

Agency data indicates
funds and tenants are
available

The PHA lost rental
income because of the
vacancies

Historical costs to prepare
units for occupancy is low
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PHA could allocate approximately $1,150,000 to prepare vacant units
for occupancy and still meet the cash reserve requirement.

Regarding the difficulty in obtaining tenants for the Tonomy Hill
property, our audit disclosed that in 1998, one hundred and forty-nine
(149) Tonomy Hill units were offered to prospective tenants.  Tenant
acceptance of offers to occupy were received for all of the 149 units.
On January 31, 1999 there was a waiting list of 188 applicants which
was sufficient to fill the 93 existing vacancies.

Our review of PHA correspondence files and Board of Director
actions indicates that the PHA made a decision to reduce expenditures
at Tonomy Hill until it decided what to do with the property.  On
February 9, 1995, the PHA Board of Commissioners
discussed submitting an application to HUD to demolish
units at Tonomy Hill.  On March 2, 1995, the PHA
submitted an inquiry to HUD concerning the process of
obtaining approval to demolish a portion of Tonomy Hill
units.  Records indicate that PHA did not further pursue the
matter until  December 16, 1997, when the Executive
Director sent a letter to HUD requesting guidance on
whether the PHA could refrain from filling existing vacant
public housing units while it works with city officials in
developing a comprehensive plan for Tonomy Hill.  On
January 6, 1998, HUD advised the Executive Director that
HUD regulations state that an agency may not take any
action to demolish or dispose of a public housing project or
a portion of a public housing project without obtaining
HUD approval.  Therefore, until HUD approval was
obtained, the PHA was required to meet its ACC
obligations to maintain and operate the property as housing
for low-income families.

The above items, when coupled with the PHA’s decision to defer
required maintenance (see finding 1) leads one to the belief that the
PHA has delayed taking action to address the chronic vacancy
problem at Tonomy Hill.

The PHA is in competition with other agencies for limited HOPE VI
funds, there is no guarantee that the PHA’s application for HOPE VI
funds will be accepted, and, in addition, that even if the PHA is
selected to receive funds, it could be years until funding is provided
and demolition is complete. Therefore, the PHA needs to take
immediate steps to prepare all vacant units for occupancy.  Otherwise,
prospective low-income tenants will be denied affordable housing and
the PHA will lose thousands of dollars of  rental income.

Agency tried to reduce
expenditures

HOPE VI funds not
assured
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The PHA agreed that there is a chronic vacancy problem but
disagreed with us as to the cause.  The PHA’s response states
that applicants for public housing do not want to live at
Tonomy Hill because of property obsolescence, high resident
turnover, and the high crime rate.  The PHA believes the
vacancy rate problem is beyond its control.  In addition the
PHA stated that most applications are for  one-bedroom units
and  the supply of one-bedroom units is inadequate to meet the
demand.  Therefore, the PHA implied that preparing vacant
units for occupancy would not solve the problem.  The PHA
now believes the best solution to the chronic vacancy problem
is through its HOPE VI application to demolish  the units.

We do not contest the PHA’s position that HOPE VI funding
is the best solution to the problem, but again, HOPE VI
funding is not assured.  In the event HOPE VI funding is not
obtained, the PHA needs to have a corrective action plan in
place to reduce the high vacancy rate.  The reasons cited by the
PHA for  the high vacancy rate have existed for a long period
of time but can be corrected if the PHA management commits
to correcting the problem.   HUD should hold the PHA’s
management accountable for their actions in correcting these
deficiencies.

We recommend  that you:

2A Require the  PHA develop a plan  to correct the
vacancy problem in the event the HOPE VI application
is not approved.

2B. Require the PHA begin an outreach program to attract
eligible applicants from outside the PHA’s jurisdiction.

2C. Consider imposing administrative sanctions including
removing the vacant units from the subsidy calculation.

Auditee Comments

OIG Evaluation of
Auditee Comments

Recommendations



                                                                                                                                       Finding 2

                                              Page 27                                                     99-BO-202-1003





Other Matters

                                              Page 29                                                       99-BO-202-1003

One Strike Policy

The PHA has not implemented all parts of HUD’s initiative “one strike and  you’re out” policy.  The
PHA elected to only tighten its policy for screening of applicants and not deal with lease revisions to
evict tenants on the basis of alcohol abuse and illegal drug related activity.  The PHA’s Executive
Director stated that the one strike policy was not fully implemented because it conflicted with Rhode
Island state law.  Rhode Island state law requires that a hearing be held prior to the eviction of a tenant.
After we raised the issue, the Executive Director requested the PHA’s attorney to provide a legal
opinion on the conflict with Rhode Island state law.  In January 1999, the PHA’s attorney provided the
PHA his opinion that there was no conflict.  After receiving the opinion, the PHA has taken steps to
fully implement the policy .

The PHA advised us that it has adopted the one-strike policy as of May 13, 1999.  We recommend that
your staff assure that the PHA has executed new leases with the tenants that incorporate the one-strike
policy.
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In planning and performing our audit, we obtained an understanding of the management controls
that were relevant to our audit objectives.  We considered the Newport Housing Authority
management control systems to determine our auditing procedures and not to provide assurance
on management controls.  Management controls include the organization plan and the methods
and procedures adopted to ensure that HUD and PHA goals are met.  Management controls
include the process for planning, organizing, directing and controlling program operations.  They
include the systems for measuring, reporting and monitoring the PHA’s operations.

We determined that the following management controls
were were relevant to our objectives:
:

• Administrative policies for occupancy
• Maintenance operational policies
• One strike policy
• Administration of the Compressive Grant Program

A significant weakness exists if management controls do not
give reasonable assurance that resource use is consistent
with laws, regulations and polices; that resources are
safeguarded against waste, loss and misuse; and that reliable
data is obtained, maintained and fairly disclosed in the
reports.

Our review disclosed significant weaknesses in the
management controls and are discussed in the Findings and
Recommendations section of the report.

Relevant Management
Controls

Assessment results
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TYPE OF DEFICIENCY
Number of

Deficiencies
Chipping or peeling paint 43
Damaged or missing screens 26
Interior safety hazards (loose stairway railing, tripping hazards, and ceiling light
fixtures not fully attached)

12

Missing or damaged electrical cover plates 11
Damaged light fixtures or missing light covers 11
Damaged bedroom and hallway doors   9
Cracked entry door or door not closing properly   8
Missing or damaged storm windows   7
Missing door knobs   6
Deteriorating sidewalks, walkways or foundations   5
Holes in walls and loose wall paneling   4
Evidence of mold on ceilings and walls   3
Severe deterioration of bathroom tiles   3
Inoperable or damaged bathroom exhaust fans   3
Inoperable stove or refrigerator   3
Damaged or missing gutters and down spouts   3
Evidence of water damage on ceilings or walls   3
Significant leakage from faucet or shower   2
Broken window with sharp edges exposed   2
Window damage and/or window not closing   2
Broken door lock   1
Inoperable thermostat   1
Deterioration under kitchen sink   1
Damage to heating vent   1
Missing wall light switch   1
Evidence of rodent infestation   1
Inoperable smoke detector   1
Bathroom sink loose on wall   1
                 TOTAL 174
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Deputy Assistant Secretary for Administrative Services/Director of Executive Secretariat, AX, 
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Assistant Inspector General for Audit, GA, Room 8286 (1)
Deputy Assistant Inspector General for Audit, GA, Room 8286 (1)
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The Honorable Dan Burton, Chairman, Committee on Government Reform, 2185 Rayburn Bldg.,
House of Representatives, Washington, DC  20515 (1)

Henry A. Waxman, Ranking Member, Committee on Government Reform, 2204 Rayburn Bldg.,
House of Representatives, Washington, DC 20515 (1)

Ms. Cindy Fogleman, Subcommittee on Oversight and Investigations, Room 212, O’Neill House
Office Building, Washington, DC 20515 (1)

Director, Housing and Community Development Issue Area, United States General Accounting
Office, 441 G Street, NW, Room 2474, Washington, DC 20548 (Attention: Judy England-
Joseph) (1)

Steve Redburn, Chief, Housing Branch Office of Management & Budget 725 17th Street, NW,
Room 9226 New Executive Office Building Washington, DC  20503 (1)

Deputy Staff Director, Counsel, Subcommittee on Criminal Justice, Drug Policy & Human
Resources, B373 Rayburn House Office Bldg., Washington, DC  20515
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